Abstract. The characteristics of knowledge intensive business service have decided that it must be a strong support to promote the transformation and upgrading of China's manufacturing industry. This paper has objectively analyzed the mechanism of knowledge intensive business service had promoted the strategic upgrading of manufacturing enterprises, and had tested the relationship between the effect and influencing factors. The policy recommendations are put forward in view of the test results.
Introduction
As the services industry plays an increasingly role in our national economy, the role of knowledge cannot be ignored in the process of economic development. The concept of "knowledge intensive business service" is proposed as a kind of new services that is closely linked to knowledge elements. This new service industry is defined as an organization that can create, accumulate, or spread knowledge [1] . In addition, it is a professional service organization to provide knowledge of intermediate products [2] . Although there is no uniform definition of knowledge intensive business service (KIBS), most scholars believe that knowledge intensive business service has these characteristics: the high degree of knowledge, high professional knowledge, to provide customers with professional services or knowledge. It is not only able to absorb and digest the knowledge, but also can produce knowledge innovation products, and passed to other roles in society, such as individual customers, business customers and so on. In recent years, China's KIBS continues to develop, and the service industry's knowledge innovation ability has been strengthened. Knowledge intensive business service mainly based on information, consulting, financial and other factors are gradually transformed from a new industry into a pillar industry. Its employment population has increased by 50.5% from 95.51 million in 2005 to 143.76 million in 2015. The knowledge intensive business service plays a positive role in promoting the development of manufacturing industry, and has become an effective way to promote the transformation and upgrading of manufacturing industry [3] .
I. Development of KIBS Mechanism of Action to Promote the Strategic Upgrading of Manufacturing Enterprises
Transformation and upgrading means that the manufacturing enterprises in the value chain depend on value chain to obtain technical progress and market links, so as to improve the competitiveness and then transfer to the economic activities that can bring higher income. Value curves show the process of the manufacturing enterprises upgrading (as shown in Figure 1 ). In the value chain products, the activities made by innovation, design to processing, and sales of its added value curve become the smiling curve with both high ends and low middle part. There are up stream's materials, components, development and innovation on the left side, which belongs to the high-tech industry and its added value is high. The right part is the downstream' s brand, channel, promotion, logistics, finance, and so on, which mostly belong to the production of high value-added services. The middle part is the processing and assembling process of a large number of labor force, and its additional value is low. As Figure 1 shown, the strategic upgrade of manufacturing enterprises is shown in the arrow that shows that the middle part of construction manufacturing moves to the ends of upstream and downstream with high added value. Different aspects of different value curve corresponding to the value-added potential are a key factor because all aspects of the investment elements are very different. In the value curve, both of ends of the business need to be poured into more professional knowledge. However, KIBS can increase the input of manufacturing enterprises knowledge for promoting the manufacturing industry to achieve strategic upgrading, the creation of knowledge, circulation and use of manufacturing enterprises. In addition, KIBS has increased the additional value of manufacturing enterprises' product, which is conductive to promoting product upgrading. Eventually, KIBS has been beneficial to form the new model of creation. Figure 1 . The value curve of the general industry.
II. Empirical Test

Models, variables, and data
This paper adopts production function to carry out the empirical test that takes creation output as output, takes creation input as input and adds other variables that affect the efficiency of innovation. Based on the C-D function, the model is set to the following form:
"i" and "t" represent province and year respectively, and "Y" means new output. On a measure of innovation output, patent is often used as an indicator. Shi et al., use granted patents. This paper based on the two points considers the number of the selection of invention patent application. The first reason is that the innovation patent level of invention is highest level and the quality can be assured, which also can reflect the ability of innovation. The second reason is that there is a long time from applying a patent to gaining it, and because it is a huge uncertainty during the lag time, the number of selecting to apply is not the number of authorization. The data is from "activities in science and technology industry statistics" for various years. The input of innovation includes the input of innovation personnel "L" to be measured by R & D people's full time and the input of innovation capital "K" to be measured by the amount of R & D capital. The specific method to measure it is perpetual inventory method. Explanatory variables KIBS means the development level of knowledge intensive business service. It influences innovation efficiency, working together with control variables it. Measuring it is through KIBS location quotient KIB_lq and replacing it is through knowledge intensive business service employment share KIB_share when carrying out robustness test. The original data comes from the "China Statistical Yearbook".
Other control variables in the model are as follows: 1) the average education level was EDU, and the author predicted that the coefficient was positive. In the calculation method, the weight of the percentage of the education degree of the employment personnel in each province is the weighted average of the number of years of education. 3) The EAST and CENT of regional dummy variables consider the degree of economic development, institutional and other regional characteristics into the impact of innovation efficiency. EAST takes western region as the benchmark group, the eastern region as the control group. CENT takes western region as the baseline group, and the central region as the control group. This paper uses the provincial panel data from 2004-2014. Tibet autonomous region due to missing data too much, therefore excluded from the analysis. 30 provinces, municipalities and autonomous regions are taken to the sample every year, with a total of 330 observations for 11 years.
Regression results and analysis
In this paper, we use 7 models to carry out regression. Before the regression model, we firstly take the test of Hausman and then found that all the P values of the model were less than 0.05, so we adopt the fixed effect model. The regression results were listed in Table 1 . Note: 1.***, * * respectively means the coefficients significantly increase in the levels of 1%, 5%, 10%. The figures in brackets for the P value.
As the figure shown, the coefficients of Ln (k) are greater than the coefficient of Ln (L) among all the regression models and the two variables are significantly positive, which indicates that he elasticity of capital is greater than that of capital, and the output of innovation is more dependent on R & D capital investment in the production of innovation. The coefficient of Ln (KIB LQ) is greater than 0 among all models with variable ln (KIB LQ) at the significant level of 1%, which shows that the knowledge intensive services played a significant positive effect in the increasing manufacturing output innovation. In the state-owned enterprises included sales accounted for four of the model 3, 5, 6, 7, lnSTA coefficient is less than 0 and it is significant, which shows that State-owned enterprises accounted for sales has a significant negative effect in the increasing innovation output. The author found that the regression results of the average level of education lnEDU are in consistent with the expected results. lnEDU coefficients are for negative among three models with variable lnEDU, but it is not significant, which shows that the average level of education lacks positive effects in increasing innovation output. There may be two reasons. The first reason is the small difference of lnEDU data. Secondly, it may be related to the lack of innovation education and the encouragement related to innovation in China's education, which leads to the increasing level of the national average education do not have bring the increasing ability of innovation. Innovation output relatively more depended on R & D capital investment is also confirmed this point. In addition, the coefficients of the regional dummy variables EAST and CENT are at the level of 1% with significantly negative in the two models of the regional dummy variables, the model 6 and 7. EAST coefficient has lager absolute values, which means that even on the same level of the capital stock of the research and development, R & D personnel input, knowledge intensive business service location quotient, accounting for sales of state-owned enterprises, the central area of innovation output is low than the west, and eastern region are lower than the central region, which also is inconsistent with expected results. The investment of provinces' innovation is the largest excepted to Hainan province, the investment of central provinces is the second and the investment of western region of the provinces is the smallest, which means that China exhibits decreasing returns to scale in producing innovative, and with the increase in investment in innovation, innovation efficiency decreases, which is closely related to the output of innovation above. The lack of innovators shows China's innovation is the extensive production.
III. Policy Recommendations
According to the results of the empirical research, comprehensive expert inter views and field research, this paper puts forward the following policy recommendations:
Establish the strategic position of the development of knowledge intensive business service
China attaches great importance to knowledge intensive business service in promoting the manufacturing industry transformation and upgrading for furthering to unify their community's understanding on the strategic role of KIBS. According to regional economic development and the trends in the development of international services and rules, it is required to make KIBS "13th Five-Year" regional development planning, the establishment of industrial development goals, implementation means and concrete measures. It is also required to vigorously promote the regional economic and social development characteristics, such as the financial industry, exhibition services and cultural and creative industries, but also to make up the short board industry. To strengthen the infrastructure construction and to provide a good living environment for KIBS are required to build strategic alliance of industrial development, national and even international exhibition platform construction, strengthen the publicity industry and improve visibility in the industry. The second requirement is to establish the industrial development of the public library, promote the production and dissemination of knowledge, and promote knowledge innovation. The last requirement is to improve the development of the space industry, and promote the effective integration of resources through the introduction of large-scale KIBS enterprises.
Enhance the innovation vitality and ability of knowledge intensive business service
Focusing on the construction of a number of innovative bases, supporting a number of KIBS enterprises to become the main body of innovation, and giving independent innovation policy support are necessary. It is important to intensify research and development of regulations for the protection and management of intellectual property rights. Encouraging higher education park and industrial park for common development, establishing communication and coordination mechanisms, regularly holding meetings and the joint declaration of the project are in order to the formation of complementary advantages, benefit sharing, close cooperation, common development cooperation mechanism, to guide the vigorous cooperation for regional universities and colleges and enterprises and healthy development. Establishing and improving the protection mechanism, sharing mechanism and incentive mechanism of intellectual property rights are necessary. Focusing on building the interests of the chain of the KIBS enterprise development pattern encourages and supports KIBS associated with the development of the enterprise, encourages firms in KIBS and strategic alliance for working together to build a core value of the interests of the chain, jointly improving the alliance of innovation and vitality and ability.
To strengthen information technology innovation and application is to provide a good information service platform for the development of manufacturing industry
Adopting the way of policy guidance and financial support builds manufacturing oriented enterprise information public service platform for broadening the channels for inter enterprise manufacturing resource sharing and coordinated design services, enhancing its internal support and cooperation ability and building a manufacturing industry, science and technology service industry docking platform. To increase investment in science and technology industry and to enhance the awareness of intellectual property protection and industry supervision level are vital. To establish and perfect the credit guarantee system, to make reasonable financial policies for the development of manufacturing industry, and scientific adjustment of credit funds, the difference between the interest rate and the capital market financing policy, appropriate to relax the market access threshold for small and medium-sized manufacturing enterprises are conductive to forming effective competition in the manufacturing sector credit market, and to promoting the diversified, situation of the financial services industry and manufacturing industry linkage development process.
Pay attention to the knowledge intensive business service to cultivate high-quality talent and absorb
Talent is the key to the development of knowledge intensive business service. In the process of the knowledge intensive services and customer interaction, talent plays creators, promoters and disseminators of knowledge elements of the role to encourage and guide the knowledge intensive business service according to the market demand. Employees constantly improve their own knowledge structure, learning new technology, absorbing new knowledge, improving their professional level and comprehensive quality. From the policy formulation effective talent evaluation system and qualification system, it is necessary to actively absorb domestic and foreign KIBS personnel, especially professional and all-round development of talent, encourage universities and research institutions of scientific research personnel to participate in services in the field of technological innovation. In addition, we should pay attention to improve the KIBS technology, informationization level and focus on nurturing and attracting talent in the service industry and the manufacturing sector have expertise in promoting factor of knowledge innovation, transformation and absorption to promote the innovation of China's manufacturing industry.
